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Bank of England, its monopoly of joint-stock bank$ig as yet
unchallenged, was gradually assuming the position of&<centr^
bank or lender of last resort. Merchants who wantecHe-'-scll
bills and could find no other buyer brought them to the Bank
of England to be discounted.

Imports were of course financed by sterling bills. But the
aceepting-house system, by which international trade other
than British imports is financed by bills drawn on London, had
not yet taken shape. Merchants commonly undertook both
export and import business, and the big merchant would often
be in a position to give long credit to foreign purchasers because
he could finance his own purchases by accepting bills. But the
development of the merchant into the merchant banker, who
lent his name as the acceptor of bills for a commission, did not
occur till the middle of the nineteenth century.1

The greater part of the bills passing through the London
discount market at the end of the eighteenth century were
domestic bills drawn by British sellers of goods on British pur-
chasers. The predominance of the London commodity markets
led to a more than corresponding predominance of the bill on
London. The purchaser of goods produced in any part of
England (unless for a purely local market) was likely to be a
merchant or wholesale dealer who had an establishment in
London and an account with a London bank, even if the par-
ticular goods in question were never destined to go to London
or to be bought or sold in London.

To meet the need for some regular organization to discount
bills at country centres and bring them up to London to be
accepted, a system of country banks came into existence in the
latter half of the eighteenth century. A trader at a country
centre who was led regularly by his business to draw bills on
purchasers of his goods in London would find it necessary to
secure the services of a London banking correspondent or some
other agency to deal with the bills. Such an arrangement once

1 Professor Clapham finds traces of it in the evidence given before the Select
Committee on Commerce and Industry in 1833 (see Economic History of Modern
Britain) vol. i, p. 261).